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REAL ESTA’ 


Although far below its May 1946 peak of 87 
points above normal, real estate activity 
maintained a fairly even pace during 1952. 
Final figures show that our national index 
closed out the year at 21.5 points above 
normal, or 3.5 points above its level atthe 
beginning of the year. The outlook for 1953 
is for a generally satisfactory volume of 
sales, although not so high as the volume 
in 1952. This is still a good time to holdon 
to well-selected income property, particu- 
larly if the equity is sizable. On the other 
hand, it is the time for disposing of marginal 
or weakly held properties. 


MORTGA 


Mortgage activity trended upward slowly 
during 1952, receiving a final fillip toward 
year ’s end as credit controls were removed. 
The outlook for 1953 is for a continued 
strong demand for mortgage money, although 
probably not so strong as the 1952 demand. 
Undoubtedly the pressure for secondary 
financing will increase, and this may bring 
about some artificial stimulation of our 
mortgage activity index. The prudent lender 
will continue to watch all phases of his oper- 
ation very closely, and will tighten his terms 
rather than loosen them. If the FHA-VA will 
allow reasonable rates, it would certainly be 
wise to increase lending in this field. 
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CONSTRUCTION 


Dollar volume of construction has been 
climbing rapidly for 8 years. In eachof 
the last 6 years it has reached a new all- 
time peak. If we take the Department of 
Commerce figures on dollar volume of con- 
struction expressed interms of constant dol- 
lars, we find that during the 7-year period 
of 1946 to 1952, this volume is 3% higher 
than in any other 7-year period in the coun- 
try’s history. It is our guess that total con- 
struction volume in 1953 will be very close 
to the 1952 total - probably within 1 or 2%. 


DWELLING UNITS 


Another big year seems certain for 1953. 
While total nonfarm starts for this year will] 
in all probability, be lower than the near- 
record level of 1952, they will still be close 
to the 1,000,000 mark. (Our guess is 
975,000 units.) This will be the fifth con- 
secutive year that residential construction 
activity has been at a 1, 000, 000-unit level. 


While the danger of overbuilding is rapidly 
approaching (and has arrived in some sec- 
tions), there is little chance that the surplus 
of the 1920’s will be duplicated. 


FORECLOSURES 


In 1952, there were about 60 foreclosures for 
every 100, 000 families in the United States. 
No doubt that is why there is solittle interest 
in them. They are certainly a case of “no 
news is good news, ” and when the foreclosure 
index is near an all-time low, there is very 
little to say about it except that we hope it 
stays there. In 1953, it may creep up a bit, 
but certainly not enough to arouse particu- 
lar interest. Times will have to get a good 
deal worse and constructioncosts a good deal 
lower before there is asignificant rise. This 
time will come, but it issome distanceaway. 
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It is our guess that interest rates are going 
up, and thus far we have found very few 
people who disagree with us. Most authori- 
ties believe that a rise in FHA-VA rates is 
assured, the only question being whether it 
will take place soon, or very soon. Based 
on risk alene, we believe that the rates on 
conventionals should continue to rise. Fur- 
thermore, the demand for funds will prob- 
ably continue to be brisk enough to sustain 
this rise. 
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err -1 index 1923 = 100 
The national rent idex, which is only some- 
thing to talk about and occasionally point to 
with indignation (because it is so low), will 
undoubtedly continue to rise during 1953. 
It seems certain that Federal controls will 
be allowed to lapse on April 30, and rents 
will rise faster after that date. 
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Owners of rental property should have rent 
increase notices in the hands of their tenants 
by April 1 in order not to lose a month’s 
rent increase. Raises should, of course, be 
contingent upon expiration of Federal con- 
trols. 
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rTRUCTION COSTS 


During the last 2 years, construction costs 
have virtually leveled off. Tobe sure, they 
have leveled off at their all-time peak, but 
this is better than continually moving toward 
higher peaks. We would not be at all sur- 
prised to see construction costs decline 
slightly during 1953. There will probably 
be some minor ups and downs, and the pic- 
ture will change from one part of the country 
to another, but by and large, there will be 
no significant declines. 
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WHOLESALE BUI t] PRICES 


Building material prices are more likely to 
decline than to advance during 1953. Al- 
though demand will continue high, produc- 
tion is moving at agood steady pace and sup- 
plies of nearly all materials will be ample. 
Even the supply of metal is improving rapid- 
ly. There will naturally be some prices 
that will rise; copper, for example, is ex- 
pected to go to between 27¢ and 30¢ a pound 
if controls are lifted in April. However, on 
the whole, the price trend will probably be 
slightly downward. 


WHOL! 


Lumber prices are now roughly 10% below 
their all-time peak. While there are some 
indications of early price rises, particularly 
in West Coast woods, we think that the trend 
through the year will be downward. Produc- 
tion of lumber is high and the demand will 
continue to be almost as strong as it was 
in 1952. Tous, this indicates a steady 
market, with the probabilities favoring a 
small decline rather than a small rise. 


if there is one thing the office building in- 
dustry is not worrying about, it is vacan- 
«:es. There may be some increase during 
the next several years if the Republicans 
live up to expectations and close up a few 
Federal agencies. However, if all private 
office building space now occupied by gov- 
ernment were suddenly to become vacant, 
occupancy would still be close to 90%, which 
was about par for the course during the 
1924-29 period. 
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TAXES 


There’s not much left to say about real es- 
tate taxes. They have been going up almost 
since anyone can remember, and they will 
probably keep on going up for the next sev- 
eral years. City expenses are continuing to 
rise and real estate taxes must furnish a big 
part of the needed revenue. During 1952, 
the average real estate tax per family (in 
major cities of the United States) was 
$182.62, or 59% above the 1945 figure. 


2, A 
Om ALI 


The average value per acre of farm land is 
at an all-time high - 107% above its 1945 
level. Since the start of the Korean War 
these values have risen 25%, which is a very 
big rise for so short atime. There are in- 
dications, however, thatthisrise has stopped. 
The $84.25 average value per acre has not 
changed since last July. Moreover, if farm 
incomes Slip a notch or two as expected, the 
incentive to invest or speculate in farms will 
decline. We think the probabilities favor a 
small drop in 1953 rather than a continua- 
tion of past rises. 


Still rising and expected to go higher. In 
1945, they averaged 41¢ per acre. For 
1952, the average was right at 71¢ per acre. 
This is a rise of 75%. 





Post War Peak -1952 


Post War Peak -1952 





Dollars per Family 
80 


+ 




















-Real Estate Taxes - 


a oe oe 


45 46 47 48 «#49 ~=«5O 











*51 +1952 








8425 


Dollars Per Acre 


100-7 aaaceeesas 


=_— ae 

















Post War Peak - 1952 


Cents Per Acre 











oe ae ee 


‘47 ‘48 “49 





























BUSINESS ACTIVITY 


The large gap inthe 1952 section of this 
chart is not a cross-section of the Grand 
Canyon. It is the result of a drop in busi- 
ness activity caused by work stoppages and 
other labor troubles that occurred in the 
steel, lumber and petroleum industries 
during the middle of last year. Our guess 
is that these difficulties will not be repeated 
on a similar scale during 1953, and we ex- 
pect activity to remain high for most of the 
year. 


WHOLESALE COMM 1 PRI C 


Since reaching its peak of 184 in March of 
1951, the commodity price index has crept 
slowly downto 171.5. Its present level is 
8% below the peak. Our guess is that prices 
of individual commodities will be spotty 
during the year, but that there will be more 
downs than ups. The result should bea 
slight downward trend in the index. 


PURCHASING Pt 


Like a great many other people, we usually 
try to find some pleasant aspect when view- 
ing an unpleasant condition. Sometimes this 
is nothing more than an attempt to rational- 
ize a situation that seemsdesperate. In 
this instance, however, we are genuinely 
optimistic over the chances for some revival 
in the dollar ’s purchasing power. We hold 
this belief because we think that most infla- 
tionary forces will be held in check and de- 
flationary forces will gradually increase in 
power. Net result - a slow rise in the dol- 
lar ’s strength during 1953. 
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FARM CONSTRUCTION EXPENDITURES 


HE chart above shows the percentage of their net income that farmers 
aT have spent on construction each year from 1915 through 1952. All farm 

construction is divided intotwo parts - construction of new buildings, and 
maintenance and repair of existing buildings. The dashed blue line shows the per- 
centage of net farm income spent on maintenance and repair, while the dashed 
red line shows the percentage spent on new construction. When the figures making 
up these two dashed lines are added together, the result is the percentage of net 


income spent on all farm construction, and these figures are represented by the 
solid red line. 


There are several things about this chart that are worth pointing out. To begin 
with, farmers have been spending a record-breaking percentage of their record- 
breaking incomes on construction. In 1950, it reached 19%, and almost three- 
fourths of it was new construction. This upsurge resulted from the backlog of 
necessary additions accumulated during the war years, and the affluence and con- 
fidence of farmers. 


€ The second point we would like to make is that in the recent years, farm con- 
struction has been far above the average level of the twenties. During the 1920- 
28 period, farmers spent on an average of 11% of their net income on construc- 
tion. If this represents normal expenditure during boom times, then the high levels 
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of the past 4 or 5 years are clearly abnormal and should be expected to drop. 
Finally, we call attention to the rather obvious fact that maintenance and repair ex- 
penditures are more stable than are expenditures for new construction. This 
same fact holds true for urban construction, and we are sure that none of our 
readers will be surprised by it. 


While this fact does not show up onthe chart, farm operators habitually 
spend more on their service buildings than they spend on their own homes. This 
has been the case in 29 out of the last 38 years. Only during periods of very low 
prices for farm products (1930-1934) and the days of extreme material shortage 
(early years of World War II) have farmers spent more on their homes than on 
their service buildings. 


In order to give you some ‘idea of the dollar volume of farm construction 
during recent years, we are listing the expenditures from 1946 to 1952. 


DOLLAR VOLUME OF FARM CONSTRUCTION 


Maintenance 

Year New construction and repair Total 

1946 $ 856, 000, 000 $458, 000, 000 $1, 314, 000, 000 
1947 1, 397, 000, 000 974, 000, 000 1, 971, 000, 000 
1948 1, 544, 000, 000 618, 000, 000 2, 162, 000, 000 
1949 1, 488, 000, 000 581, 000, 000 2, 069, 000, 000 
1950 1, 791, 000, 000 699, 000, 000 2,490, 000, 000 
1951 1, 800, 000, 000 700, 000, 000 2, 500, 000, 000 
1952 1, 710, 000, OOO E 664, 000, OOOE 2,374, 000, OOOE 


SELLING PRICE OF RESIDENTIAL PROPERTIES 


UR realestate selling price index (see Roy Wenzlick’s “As I See” Bulletin 
of December 24, 1952, and Real Estate Trends Bulletin of December 24, 
1952) rose slightly in January following drops in November and December. 


The following table will be a regular feature in forthcoming Trends Bulletins: 


Probable selling price 

Selling price of a house that sold 

Date index for $5,000 in 1939 
1939 100 $ 5,000 
1940 (second half) 110 5, 500 
June 1952 (peak) 310 15, 500 
Nov. 1952 292 14, 600 
Dec. 1952 280 14, 000 
Jan. 1953 (prelim. ) 283 14, 150 


The drop to $14, 000 that occurred in December was partially seasonal, and 
there may be some slight rise recorded in February. 
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